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SUBJECT: REQUEST EOR CLARIFICATION OF ALLEGED 
IDB REQUIREMENT OF UNLIMITED LIABILITY 
CLAUSE IN MINING CONSTRUCTION CONTRACT 

1. DONALD HANSEN, VICE-PRESIDENT FOR 
LATIN AMERICAN 

OPERATIONS EOR 

HOLMES AND NARVER CONTRACTORS, CALLED AT 
EMBASSY FEBRUARY 16 TO INFORM US OF PROBLEM WHICH HAS 
DEVELOPED IN HIS COMPANY'S NEGOTIATION WITH CENTROMIN 
OVER WATER TREATMENT/COPPER 
RECOVERY PROJECT FOR THE 

PERUVIAN MINING COMPANY. ACCORDING TO HANSEN THE NEGOTIATIONS 
ARE VERY CLOSE TO CONCLUSION BUT REMAINING SNAG IS INTER- 
AMERICAN DEVELOPMENT BANK (IDB - WHICH IS PROVIDING EINANCING 
FOR PROJECT) INSISTENCE THAT CENTROMIN/HOLMES-NARVER CONTRACT 
CONTAIN CLAUSE PROVIDING FOR UNLIMITED LIABILITY EOR 
COMPANY; 

ERRORS. HANSEN SAID THAT COMPANY IS WILLING TO ACCEPT 
LIABILITY UP TO $100,000, ABOUT HALF OF VALUE OF PROJECT, 

WHICH HE CLAIMED IS STANDARD FOR INDUSTRY. HE SAID 
THAT IF IDB WILL NOT RELAX CONDITION, HOLMES AND NARVER 
LIMITED OFFICIAL USE 
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WILL WITHDRAW FROM PARTICIPATION IN PROJECT. HE EXPRESSED 
VIEW THAT NO OTHER MAJOR CONTRACTOR WOULD ACCEPT THIS 
CONDITION. HE INDICATED THAT HIS DISCUSSIONS ON SUBJECT 
WITH LOCAL IDB REP HAD BEEN UNSUCCESSEUL TO DATE. 

2. EMBOEF SAID THAT WE WOULD ASK DEPARTMENT TO DISCUSS 
PROBLEM WITH IDB IN WASHINGTON. SINCE HANSEN PLANNED TO 
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RETURN TO SANTIAGO ON FEBRUARY 17, WE SAID WE WOULD ASK THAT 
RESPONSE EROM WASHINGTON BE PASSED TO HIM BY EMBASSY 
SANTIAGO. 

3. ACTION REQUESTED: FOR DEPARTMENT: WE WOULD APPRECIATE IT IE 
DEPARTMENT WOULD CONSULT WITH IDB RE HANSEN'S CLAIMS ALONG 
LINES PARA 2 ABOVE, AND REPORT RESULTS OE CONVERSATIONS 
TO US AND EMBASSY SANTIAGO. EOR SANTIAGO: COULD YOU PASS 
TO HANSEN WHATEVER INEORMATION DEPARTMENT PROVIDES ON SUBJECT? 

DEAN 
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